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1. INTRODUCTION 

1 .I The purpose of this report is to advise Committee of the potential financial implications 
arising from the Landfill Allowance Scheme (Scotland) Regulations 2005. Targets set 
under the landfill allowance scheme should be distinguished from recycling targets 
which are separate and relate to the wider waste stream. Landfill allowance targets 
are calculated only in relation to biodegradable municipal waste, a sub-division of the 
total municipal solid waste. 

2. BACKGROUND 

2.1 Under the Landfill Allowance Scheme, the total allocation for Scotland for allowances 
to landfill biodegradable municipal solid waste, (BMW), will be divided up between the 
local authorities in Scotland. Local authorities will have a duty to ensure that the 
amount of such waste that they send to landfill does not exceed the amount authorised 
by the allowances available to them each year. 

2.2 Allowances will be allocated to a specific local authority for a specific year. There will 
be a limited banking and borrowing of allowances allowed for under the terms of the 
proposed scheme, with provision for the trading of allowances with authorities within 
Scotland, or in other parts of the UK. 

2.3 The transfer of landfill allowances commences on 1 April 2008 and will allow trading 
across England and Scotland. If Wales and Northern Ireland decide to introduce 
trading provisions into their Regulations, their authorities would also be drawn into the 
trading market. The regulation specifies that requests to trade should be made to 
SEPA on a form provided by SEPA, which will be available via the website. 

2.4 SEPA has a duty under section 10(2)(d) of the Waste & Emissions Trading Act to 
inform Ministers “without delay” where it appears to them that a local authority is or 
may be liable to a penalty. The Executive believes that this duty can be satisfactorily 
discharged if SEPA inform the named Executive contact within 10 working days of 
becoming aware that a council appears to be heading for “excess landfill”, even if they 
use their full borrowing potential. 

2.5 The Executive will give consideration as to whether a suspension of banking and 
borrowing (and transfer) is appropriate. The Executive is also likely to commence a 
preliminary check for any disputed factors in the measurement or calculation of excess 
landfill, and, if still in the scheme year in question, to ask the council what measures it 
is taking to eliminate or minimise its excess landfill. 
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2.6 SEPA will carry out its preliminary and final calculation of the amount of landfill of BMW 
by each authority, and will reconcile this with the allowances available to each 
authority. The assessment of a penalty liability will then be carried out by the 
Executive . 

2005106 2006/07 2007/08 2008/09 2009/10- 

Tonnes 11 1,756 92,271 87,984 83,731 79,513 

2.7 A penalty does not become payable unless and until it is notified by Ministers and is 
due one month after the date of such notification (regulation 21). Prior to any such 
notification, Ministers shall consult the local authority faced with a penalty liability and 
have regard to any representation made (regulation 21 (2)). Following consideration of 
the representations and other relevant information, Ministers will take their final 
decision about any penalty to notify. 

In addition to the penalties outlined above, EU fines may be incurred. If the United 
Kingdom faces fines, (levied by the European Commission), for failing to meet national 
diversion targets, those individual local authorities responsible for the failure may face 
additional fines over and above the nationally imposed penalties. 

2.8 

2.9 Factors that Ministers may consider in setting allowances for years 2010/11 and 
beyond may include: 

0 The position of councils with exceptionally high or low biodegradable content in 
collected waste; 

0 Uneven waste growth and demographic change; 
0 Decisions about the national strategy for meeting the 2013 targets and therefore 

major infrastructure; 
0 Major differences with respect to commercial waste. 

3. FINANCIAL IMPLICATIONS FOR NORTH LANARKSHIRE COUNCIL 

3.1 Scottish Ministers have made allocations up to  the first scheme year in 
2009/10. For North Lanarkshire Council these are: 

3.2 It has been intimated that the proposed penalty rate will be set at fl501tonne and 
penalties will be severely reduced in the first three years ( f  101tonne in 2005/06, 
f25/tonne in 2006/07 and f5O/tonne in 2007108). No information is available as to any 
trading scheme that may be operated e.g. availability of permits and likely cost. 

3.3 Based on the recycling/composting schemes introduced by the Council, utilising the 
strategic waste fund, (Phase One), the following modelling has been carried out, 
(assuming 2% annual waste growth): 

1 2005/06 1 2006/07 i 2007108 i 2008109 1 2009110 i 
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Penalty per Tonne 
Total Penalty 

f 25 f 50 f150 f150 - 
f392,421 f 1 ,107,153 f4,289,875 f5,259,508 

Penalty liabilities in the above table are indicative as final scheme details are yet to be 
agreed. 

4. STRATEGIC WASTE FUND PHASE TWO IMPLICATIONS 

4.1 The Strategic Waste Fund, (Phase One), programme concentrated on the achievement 
of the first target set by the Scottish Executive of 25% recycling and composting of 
municipal waste by 2006. It was never intended that Phase One in isolation would 
meet long term waste diversion targets. The proposed extension of Phase One to 
incorporate six discrete contracts will, however, further improve NLC’s diversion rates. 

4.2 It was envisaged at that time that further significant improvements in diversion would 
be secured through Phase Two. The Phase Two Outline Business Case produced in 
November 2004 assumed the project would be Operational from 2005406 with sufficient 
capital investment to ensure landfill allowance targets were achieved. The latest 
technical modelling, including the extended phase one contracts outlined in 4.1 above, 
predicts that allowances will be exceeded each year until 201 3/14 when new facilities 
may be operational. The total penalties incurred until 2012/13, (assuming extended 
phase one contracts) would be f20,613,029. 

5. RECOMMENDATION 

5.1 To note the cpntents of this report. 
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